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OATR OR AFFIRMATION

Lccc.vs it swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Nôrht- o.\ c- C1 as

of rc4esc 20 C__ are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

kJ/A

ignature

Prck
Title

2f Y7POCI
Notry

Public

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e
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INDEPENDENT AUDITORS REPORT

To the Board of Directors and Stockholder

Northeast Capital Markets Corp

We have audited the accompanying statements of financial condition of Northeast Capital Markets

Corp wholly-owned subsidiary of Northeast Capital Advisory Inc as of December 31 2010

and 2009 and the related statements of operations changes in stockholders equity and cash flows

for the years then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange

Act of 1934 These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit

includes examining on test basis evidence supporting the amounts and disdosures in the

financial statements An audit also includes assessing the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statement presentation

We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Northeast Capital Markets Corp as of December 31 2010 and 2009 and the

results of its operations and its cash flows for the years then ended in conformity with accounting

principles generally accepted in the United States of America

Our audits were conducted for the purpose of forming an opinion on the financial statements as

whole The information contained in Schedule is presented for purposes of additional analysis and

is not required part of the financial statements but is supplementary information required by

Rule 7a-5 under the Securities Exchange Act of 1934 Such information is the responsibility of

management and was derived from and relates directly to the underlying accounting and other

records used to prepare the financial statements The information has been subjected to the auditing

procedures applied in the audits of the financial statements and certain additional procedures

including comparing and reconciling such information directly to the underlying accounting and other

records used to prepare the financial statements or to the financial statements themselves and

other additional procedures in accordance with auditing standards generally accepted in the United

States of America In our opinion the information is fairly stated in all material respects in relation to

the financial statements as whole

11119

Albany New York

February 25 2011

UHY LIP is an Independent Member of UHY International Umited



NORTHEAST CAPITAL MARKETS CORP
STATEMENTS OF FiNANCIAL CONDITION

December 31 2010 and 2009

2010 2009

ASSETS

Current Assets

Cash and cash equivalents 12143 15527

Receivables 1837

Investments 293738 232861

Total assets 305881 250225

LIABILITIES and STOCKHOLDERS EQUITY

Current Liabilities

Due to Northeast Capital Advisory Inc 34819 19334

Total current liabilities 34819 19334

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS EQUITY

Stockholders equity

Common stock $.01 par value

2000000 shares authorized

100 shares issued and outstanding

Additional paid-in capital 20999 20999

Retained earnings 250062 209891

Total stockholders equity 271062 230891

Total liabilities and stockholders equity 305881 250225

See notes to financial statements

Page



NORTHEAST CAPITAL MARKETS CORP
STATEMENTS OF OPERATIONS
For the Years Ended December 312010 and 2009

2010 2009

Revenues

Commission income 138946

Investment banking income 12626 18911

Underwriting income 50000

Interest and dMdends 27951 14031

Gains on marketable equity securities net 41938 33421

Other income 122

Total revenues 82515 255431

Expenses

Professional and regulatory fees 16685 34245

Telephone and office 1752 19522

Insurance 711 900

Other 395 366

Employee compensation and benefits 132575

Allocated costs 12626 29225

Occupancy 7800

Travel 5156

Depreciation 750

Total expenses 32169 230539

Income before income taxes 50346 24892

Income tax expense 10175 1478

Net income 40171 23414

See notes to financial statements
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NORTHEAST CAPITAL MARKETS CORP
STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY

For the Years Ended December 312010 and 2009

Additional Total

Common Paid-In Stockholders

Stock Capital Equity

Balance December 31 2006 20999 307477

Net income 23414

Dividends paid to Parent 100000

Balance December 31 2009 20999 230891

Net income 40171

Balance December 31 2010 20999 271062

Retained

Earnings

$286477

23414

100000

209891

40171

$250062

See notes to financial statements
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NORTHEAST CAPITAL MARKETS CORPS
STATEMENTS OF CASH FLOWS
For the Years Ended December 31 2010 and 2009

2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 40171 23414

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation 750

Loss on sale of furniture and equipment 11750

Gains on marketable securities 41938 33421

Changes in

Receivables 1837 220821

Other assets 4200

Accounts payable and other liabilities 146206

Due to Northeast Capital Advisory Inc 15485 42545

Net cash provided by operating activities 15555 38763

CASH FLOWS FROM INVESTING ACTIVITIES

Cost of investments acquired 18939 137819

Proceeds from sale of investments 9301

Net cash used in investing activities 18939 2851

CASH FLOWS FROM FINANCING ACTIVITIES

Dividends paid to Parent 100000

Net cash used in financing activities 100000

NET DECREASE IN CASH AND CASH

EQUIVALENTS 3384 189755

CASH AND CASH EQUIVALENTS

BEGINNING OF YEAR 15527 205282

END OF YEAR 12143 15527

See notes to financial statements

Page



NORTHEAST CAPITAL MARKETS CORP
NOTES TO FINANCIAL STATEMENTS
December 312010 and 2009

NOTE ORGANIZATION AND NATURE OF OPERATIONS

Northeast Capital Markets Corp the Company was organized in December 1992 for the purpose

of providing brokerage and investment banking advice to small and mid-sized corporations The

Company is limited business broker is registered with the Securities and Exchange Commission

SEC and is member of the Financial Industry Regulatory Authority FINRA The Company is

wholly owned subsidiary of Northeast Capital Advisory Inc the Parent The Company began

operations in June 1993 Investment banking and underwriting income during each of the years

ended December 31 2010 and 2009 was derived principally from services provided to three and two

customers respectively The Company operates primarily in New York In 2009 and 2010 the

Company also operated an office in Connecticut which generated commission income on the sale of

fixed income securities

The Parents personnel are utilized to facilitate the completion of projects undertaken by the

Company

NOTE SIGNIFICANT ACCOUNTING POLICIES

For purposes of preparing the financial statements the Company considered events through

February.25 2011 the date these financial statements were available for issuance No material

events have occurred since the date of the financial statements which have not been disclosed in

these financial statements

Revenue Recognition

Investment banking and underwriting income is recognized based upon actual hours incurred on

particular contract and is recorded when services are rendered and may be subject to contractual

adjustment All such revenue relates to projects referred to the Company by the Parent Commission

income was recorded on trade-date basis as securities transactions occur

Cash Equivalents

The Company considers all highly liquid investments with original maturities of less than three

months to be cash equivalents Cash equivalents consist of money market mutual funds

Investments and Fair Value Measurements

Investments are classified as trading securities and are recorded at fair value in accordance with the

Financial Accounting Standards Board Accounting Standards Codification FASB ASC 820 Fair

Value Measurements and Disclosures Net realized gains and losses from the sales of investments

as well as unrealized gains and losses are reflected in the statement of operations

The Company follows the accounting for fair value measurements and disclosures for financial

assets which defines fair value under generally accepted accounting principles and enhances

disclosures about fair value measurements Level inputs are quoted prices in active markets for

identical assets or liabilities Level inputs are inputs other than quoted prices included within level

that are observable for the asset or liability either directly or indirectly Level are unobservable

inputs for the asset or liability and rely on managements own assumptions about the assumptions

that market participants would use in pricing the asset or liability
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NORTHEAST CAPITAL MARKETS CORPS
NOTES TO FINANCIAL STATEMENTS
December 312010 and 2009

NOTE 2SIGNIFICANT ACCOUNTING POLICIES Continued

Income Taxes

The Company is included in the consolidated federal and state income tax return filed by the Parent

Income taxes are calculated as if the Company filed on separate return The amount of current and

deferred taxes payable or refundable is recognized as of the date of the financial statements

utilizing currently enacted tax laws and rates Deferred tax expenses or benefits are recognized in

the financial statements for the changes in deferred tax liabilities or assets between years

The Company follows the guidance issued by FASB regarding accounting for uncertainty in income

taxes This guidance clarifies the accounting for income taxes by prescribing the minimum

recognition threshold an income tax position is required to meet before being recognized in the

financial statements and applies to all income tax positions Each income tax position is assessed

using two step process determination is first made as to whether it is more likely than not that

the income tax position will be sustained based upon technical merits upon examination by the

taxing authorities If the income tax position is expected to meet the more likely than not criteria the

benefit recorded in the financial statements equals the largest amount that is greater than 50% likely

to be realized upon its ultimate settlement

The Company believes that there are no tax positions taken or expected to be taken that would

significantly increase or decrease unrecognized tax benefits within 12 months of the reporting date

None of the Parent Companys consolidated federal or state income tax returns is currently under

examination by the Internal Revenue Service IRS or state authorities However fiscal years 2007

and later remain subject to examination by the IRS and respective states

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions

that affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the financial statements and the reported amounts of revenues and expenses

during the reporting period Actual results could differ from those estimates

Reclasstfications

Certain items have been reclassified in the 2009 financial statements to conform with the current

years presentation

Securities and Exchange Commission Rule 15c3-3 Exemption

The Company was not required to maintain reserve account for the benefit of customers under

Rule 15c3-3 of the Securities and Exchange Commission at December 31 2010 and 2009

Customer transactions are not handled by the Company Typically all customer transactions are

processed through an escrow account or cleared through another broker dealer on fully disclosed

basis The Company does not maintain margin accounts
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NORTHEAST CAPITAL MARKETS CORP
NOTES TO FINANCIAL STATEMENTS
December 31 2010 and 2009

NOTE 3INVESTMENTS

Investments are carried and valued at fair value on recurring basis and at December 31 2010 and

2009 are classified as Level inputs quoted prices in active markets for identical assets or

liabilities as follows

December31 2010 December31 2009

Gross Gross

Unrealized Unrealized

Cost Gains Fair Value Cost Gains Fair Value

Equity secunties 238167 55571 293738 219228 13633 232861

Unrealized gains for 2010 and 2009 were $41938 and $31620 respectively Realized gains for

2010 and 2009 were $0 and $1801 respectively

NOTE RELATED PARTY TRANSACTIONS

The Parent incurs certain costs related to both the Parent and the Company Pursuant to an

expense sharing agreement the Parent is reimbursed for certain general operating costs related to

the Company All direct expenses of the Company are paid by the Company

NOTE EXPENSES

General operating expenses allocated to the Company by the Parent for the years ended

December 31 2010 and 2009 consisted of the following

2010 2009

General operating costs allocated by the Parent 12626 29225

12626 29225

NOTE 6INCOME TAXES

Income tax expense benefit for the years ended December 31 2010 and 2009 is as follows

2010 2009

Current

Federal 1079 1420
State 1214 612

Deferred 7882 3510

10175 1478

Deferred tax liabilities at December 31 2010 and 2009 classified as due to Parent approximate

$11400 and $3500 respectively and relate to unrealized gains on equity securities
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NORTHEAST CAPITAL MARKETS CORP
NOTES TO FINANCIAL STATEMENTS
December 31 2010 and 2009

NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the Secunties and Exchange Commission Uniform Net Capital Rule

SEC Rule 5c3-1 which requires the maintenance of minimum net capital of 2/3% of aggregate

indebtedness but not less than $5000 and that the ratio of aggregate indebtedness to net capital

both as defined shall not exceed 15 to The Rule also restricts payments of dividends in certain

cases At December 31 2010 and 2009 the Company had net capital as defined of approximately

$215000 and $177000 respectively which was approximately $210000 and $172000

respectively in excess of its minimum required net capital of $5000 at December 31 2010 and

2009

NOTE CONTINGENCIES

The Company is member of FINRA and is subject to compliance with rules and regulations

established by FINRA The Company underwent review by FINRA which resulted in several

exceptions related to supervisory policies and procedures The Company believes that the

exceptions were resolved and that they are operating in compliance with all FINRA rules and

regulations However compliance is subject to FINRAs ongoing review and there can be no

assurance that all matters have been satisfactorily resolved
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NORTHEAST CAPITAL MARKETS CORP
SCHEDULE
COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

December 31 2010 and 2009

Net capital

Total stockholders equity

Deductions and/or charges

Non-allowable assets

Net capital before haircuts on securities positions

Haircuts on securities positions 15%

Undue concentration

Net capital

Aggregate IndebtednesS

Items included in the statement of financial conditbn

Due to Parent

Total aggregate indebtedness

Computation of basic net capital requirement

6-2/3% of aggregate indebtedness

Minimum net capital requirement

Excess net capital over minimum net capital requirement

Excess net capital at 000%

Ratio Aggregate indebtedness to net capital

2010

271062

271062

44061
21374

205627

34819

34819

2321

5000

200627

202144

16.93%

2009

230891

230891

34929
18918

177044

19334

19334

1289

5000

172044

175111

10.92%

Calculated as net capital total aggregate indebtedness 10%

Statement pursuant to paragraph dX4 of Rule 17a-5

Note There is no material difference between the Companys computation of capital as filed in the

unaudited form X-17A-5 FOCUS Report filed quarterly by the Company as of December 31

2010 and the above schedule
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REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5gXl FOR

BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

To the Board of Directors and Stockholder

Northeast Capital Markets Corp

In planning and performing our audit of the financial statements of Northeast Capital Markets Corp

the Company as of and for the year ended December 31 2010 in accordance with auditing

standards generally accepted in the United States of Amenca we considered the Companys

internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the Company including consideration of

control actMties for safeguarding securities This study included tests of such practices and

procedures that we considered relevant to the objectives stated in Rule 17a-5g in making the

periodic computations of aggregate indebtedness and net capital under Rule 7a-3a1 and for

determining compliance with the exemptive provisions of Rule 5c3-3 Because the Company does

not carry
securities accounts for customers or perform custodial functions relating to customer

securities we did not review the practices and procedures followed by the Company in any of the

following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs previously mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements

in conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives

of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them to

future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

Page 11

UHY LU is an Independent Member of UHY International Limited
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control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial statements

will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices and

procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2010 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 7a-

5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is not intended to be and should not be used by anyone other than these specified parties

1L LLF

Albany New York

February 252011
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